
The Secretary of Energy
Washington, DC 20585

December 2, 2002

Mr. Scott B. Gudes

Deputy Under Secretary for
Oceans and Atmosphere

U .5. DepatUnent of Commerce

Washington. D.C. 20230

DearMr. Gudes:

Thank you for your recent letter requesting comments from the Depamnent of

Energy on an appeal by the Mille1Ulium Pipeline Company, L.P- (Millennium)
from the State of New VorX's objection to Millennium's consistency "nificatioD

for a proposed natUral gas pipeline.

On Scptcmb~ 19, 2002, the Federal Energy Regulatory Conunission (FERC)
issued a final Order authorizing Mi1Jennium to constnlct and operate a 424.mile
natur&J gas pipeline ftom an interconnection with facilities to be constrUCted by
TransCanada pipeLines Limited at the Unjted State&-Canada border at Lake Erie
through Now York to a temrinus in Mount Vernon. According to the FERC final
Order. when the pipclinc is fma1ly CoDsU'Ucted, it will help meet incrc15ing energy
needs of the northeast United States, includini New York City, where new
iDfru~ is nece$5ary to bring natural gas supplies to maIket."

The Department of Energy believes that FERC bas correctly determined there. is a
serious need for new natu~ gas infrasrmc.ture in the northeast United States, that
the Millcnniwn Pipeline project can help meet that need, and that there is .!)0
rcasonable alternative to the project. B~use FERC has responsibly and
thoroughlyevaluated the mvironmental issues inherent in the Millennium
Pip$Jine project, we concur with FERC's conclusion mat the proposed Hudson
Rivw cros5ing at Haverstraw Bay is th~ prefe1Ted route for the Millennium
Pipeline project. Thc Dcpartmcnt of Energy supports FER.C's comments an New
York's objection, submitted on November 15,2002, and urges the Secretary of
Commerce to override New York State's consistency objection. The enclosed
comments provide t\1rtber suppon for the MiJJennium PipeJine project.



Thank you for the opportunity to comment on Millennium'a: appeal. If you havc
any questions regardina these commmts. please CODlact Mr. Carl Michael Smith.
As~istant Secretary, Office of Fossil Energy, at (202)586-6660,
(mike.smiShrS1hg.doe.gov). or MI. James Slutz. Deputy Assistant Secretaty for
Natural Gas and Petrol~ Technology, at (202)S86-5600,

(ia~.~Iutz@hQ.doe-gov).

Sincerely,

~c:~.-c.,.

Enclosure

oc: Mr. Brandoll Blum
Senior Counselor
Office of the A9$istant General Counsel

for Ocean Services
Na1ionaJ Oceanic and Atmospheric Administration
U. S. Department of Commerce
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COMMENTS

OF Tn U.S. DEPARTMENT OF EgRGV

ON THE FEDERAL CONSISTENCY APPEAL BY THE MILLENNIUM PIPELINE

COMP ANY .L.P. FROM AN OBJECTION BY IHI: NEW YORK DEl AR.TMENT

STATE

In a letter dated Septemb~ 26, 2002, the Department of Commarce requested ~omments
from the Department of Energy on an appeal by the Millenmum Pipeline Company, L.P .
(MillelUlium) from the State of New York's objoction to Mi1\elmium's consistency ceI1ificaQon

for a proposed Datural gas pipeline. 00 Septcmb~ 19.2002, the Federal Ene;:gy Regu.latory
Commission (FERC) issued a final Order authorizing Millennium to construct and operate a 424.
mile natural gas pipeline from an int~onnection with facilities to be COn!truc~ by
TransCBIlada PipeLines Limited at the United States-Can8da border at Lake Btio, through New
York. to a telminua in Mount Vernon. New York! .AamdiDI to the FBRC final Order, when the
pipeline is finally constmcted, it will help meet increasing energy needs of the northeast U.S.,
including New York City, wh~ new in:&astructure is needed to bring natural gas supplies to
market.

Th~Millennium PiDeline Proiectii-N.ec~ mthe Interest of National Secu.ritt

Thc Dcpa;rtJnont of Energy suppOltS Millennium's appeal, and urges the Secretary of Commcr,e
to override New York Swe's coDSistenc.y objooUon based on the first substantive w-ound set
forth in the Coastal lone ManalC2ncnt Act (CZMA, 16 U.S.C., 1451, et seq.), and implemel1ting
regulatiQD& (Subpart Ho 15 C.F .R. Part 930)71hat a proposed activity i& c4consistem with the
objectivies and pmpose& of the Act." The Department ofEnergybelievos the MiUeDnium
Pipeline is "consiStent with the obj~tives 8Jld purposes of die Act'. because it fi1Ithms the
national interest of.'attainiDg a greater degree of energy self-sumcieDCY." (16 U.S.C. §1451 6)
and "the effectivc ~I~ment, beneficial use) protection and development of the coasta12one"
(16 U.S.C. § 1451 (a).

National Ener2V Poli~Natural Gas PiDeline InfrastIucture. Canadian hnQgl1l- a11d En~

S~mi.tY

The National Energy Policy report (issued May 2001) sets out a comprehensive national strategy
for increu'mg alergy supp1ie3 whilc protec.ting the environment. The report emphaaize5 the
importanCe of adequate infrasnucture to deliver energy to industly md (;Onsum~ in a xeliable

\100 FER.C '61,277 (CP9S-1S()-OOO, Btal.} MiJleDl1iumpipe~ ComP&ay1 t..P. fe a eoDSorUum
9poIISared by four major U.S. and Canldi8D. eDeI1)' films. Coluata Gas TraQ!nUAMn CoJPoratioo, a \mit of
NiSource, Icc., is. dIe Jargeat jDterest holder, developer aM ~tor of the pipeliDe. ~ projt(;t spoD5Ors are
TransCanada PipeLines Ltm1ted, W~st EDergy Inc., alM1 MCN EnellY Group Inc.



and safe maDDer. The U.S. ~gy inftastnlctUle w not kept pace with changing rQ:IUirements
of our overall energy system. Specificl11y, natural gas pipelines have not expanded sufficiently
~ meet demal1d, and current domestic natUral gas transmission capacity of approximately 23 Tcf
will not meet the projected SO p~ent increase in U.S. consumption by 2020. The Millenniwn

PipeliDe project would significantly con1nDute ooeded energy iofrastlucturc and supplies to New
York and tb~ crucial noIthcast corridor.

The sec.n"ity of fossil ~ergy supplies remains a prominent i6iu.e despite rec.ent rclative markct
tranquility. In recent Yeah, the United States has reduced vulnerabllity to supply disruptions by
increasing the efficiency of energy use, continuiDg tO emphasize emergency prop~e&$.
helping to develop diverse world oil and nanlral gas sources and alternative filels, and iJ1~rca.s]ng
our atta1tion to domestic en~gy 8ystans sec-urity. However. rCCQnt Matistic& indiCalc our nation
fac~ iucreasQ' of So pct'cent for natural gas UIagC ovcr the next two decades. We must seek to
strengthcn our energy security by worlcing cooperatively with key trading partnm to npand our
energy supplies. Canada has become our leading foreign supplier of natur91 gas, providing 16.4
percalt of U.S. nUUra1 &8.1 demand in 2001. Canadian natural ps supplies, including those
projected for the Millamium Pipeline pICja;t, will conIiaue to provide necessary energy supplies
for the U.S. market into the foreseeable future.

~i1lenniumPjoelin&-Necessarv for U.S- Natural ~ SURRlv Sccuritv and m~trici~

Generation

Nan1t"a) aas is the third-largest sourte ofU. s. electricity generation, ICCQunting for 16.5 percent
of generation in 2001, and 23 p«cent or thc electricity gmJ.erated by fossil fuels. Electricity
generation by natural gas is expected to increase to 33 percmt in 2020. In fact, in 2000 natural
gas-~ gen~on represented nearly 95 percent of all new c.acity addition in the U.S.
Because of lower capital costs. higher efficiencies. and lower emissions. natwal gas h~ an
advaDtage over coal and other fuels for additioDal electricity s=eration in many arcu ofthc
U.S., including thc noItheast. The Departmmlt of ~crgy supports significantly .increasing
domestic narnral gas supply to be used in 'electricity generating systems, because nltural gas is
clean-buDlin&, and new gas-fired genmlriD8 technDIogies make economic sense. A significant
portion of the natma1 gas that would be transpomd to the U.S. through the MiUennium Pipeline
would be used for electricity generation.

In its final Order, FERC states that it ~licd on TnaIket sroWth data that fot~t si,gnificant
demalid for Dat\U'a1 gas in ~ New York City area. CUIrCnt forecasts continue to project the need
for additional i~cture to meet growing energy demands in the Dol1heast U.S. FBRC cites
the Ene%gy InfOlmation Administration's (ErA) A"n~l Enegy Outlook 200.1) which projects that
commercial, industrial) and loesid~tial gas COnswnptiOD in the northeast will increase by 11
pcrcalt betwecn 2001 and 2006, md 26.4 pe~t between 2001 and 2020. The EIA also
projects that demand for natural gas for electric generation in the northeast will iDcrease by 36.6
percent and 121 percent, respectively, Qverthose two time periods. EtA data mows that in 2000
New Yorlc wu the forth largest oatUIa1 gas COD$uming state in thc U.S. with a total of 5.6 percent
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of the national we. While natural gas usage is high in New Yark:, it produces less than one
percent of the gas used in the State. relying On supplies from other States and coWJtries for 99
pcn;ent of iu pa. Those supplie6 are delivered to New York almost exclusively by interstate
pipelines such as the Millennium proj ect

In further support fo,r its authorization of Millennitun, FERC states;

New York's Draft 2002 State Energy Plan forecasts that demand for naturalgi5 ill the
state will increase by 73.4 percent between 2000 and 2021 and that dMIAnd for electricity
win increase 16.5 percent during the same time name. We believe that the industry trend
is towald gas-fired ele(;tric generation. We see no change in this trend and expect that
the growing electricity needs of New York City will be met in this 1n8mleJ". While it
remaiM to be seen how accurate these forecasts will actUa1ly be, there is no doubt that
this region continues its population and eeonomic growth and needs, addition&J pipeline
capacity. ...The increasing dem.l1d fOr natural gas to feed indUo$trial arowtb, as wen as
new and planned gas-fired electric pow~ generators, continues to place a large burden on
the local natural gas in&UtruCtUre. Thus, we bolieve that rhele is ample evidence that the
New York City area win need additional pipeline capacity in both the short and long term
and that the market for natUlal gas firM electric gcncration will continue to ~ow and ~1
support the additional infrastructure Millennium wi1l add (pase 25, September19, 2002,
FPAC final Order).

The Department supports FERC'g fmdings, and belicves constmction ofthc MiUemrillm Pipeline

would be a posiuve and nccossary Step toward modf'.r1;1jzing U .S. natural gas infrastmcttlre.

Ener2V Proiect SitinlZ and the Coastal Zone Mana&emcnt Act

Over the past two decades, the Coastal Zone Management Act has affected permitting of many
energy facilities. inc;ludiDg ports and telmina1s for oil, natural gas, and coal imports and exports,
and power pllD1S. State and Federal agencies have mostly ~oopcratcd to safcly pCl'Dlit these
energy activities. while coping with competing coastal use interests and providing effective
environmental protection. However. the DeparImODt is concerned thaI, in some cases. Federal
and State a.geney partnerships created by CZMA have become strained. causing delays) or
can<;ellation ofmajor energy projects, which ha,,~ resulted in negative financial impae~ and lost
domestic energy resources. The Dep&rtment believes tha11he CZMA regulations shonld not be
us.OO to dalay or block vital energy projects. such as the Millemrium Pipeline. and that the
SeGrt;tary of Comnamce should consider State of New York's objection in a expeditious manner.
so that the project may move forward as FEkC has authorized. B~e FERC has r~ponsibly
and thoroughly evaluated the cnviJ1mlIlental issues inheralt in the Millennium Pipeline project,
we have TW reason to doubt dlc COrI'ec;tncss ofFERC's conclusjon that the proposed Hudson
River crossing at Ha'V~~w Bay iA the appropriate route for the MillelU1ium Pipeline project.

I
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